
1971 Annual Report 


Safety Fir/l For fTlan In Hi/ Environment 


American Safety Equipment Corporation 






The Company 

American Safety Equipment Corporation is a leading developer and 
manufacturer of products for protecting people from accidental injury. The 
Company stresses application of mechanical, materials and bio-scientific 
research to the development of products incorporating interrelated 
technologies. The role of government in legislating requirements for safety 
devices requires the Company to maintain constant close contact with 
government activities and personnel, as well as liaison with customers. 

American Safety markets its products to the automotive and aircraft 
industries and the consumer and industrial safety fields. The common 
denominator for all American Safety’s diversified range of products is a high 
degree of reliability. This makes mandatory the mass production of all 
products in an efficient manner with maximum quality assurance. 

Annual Meeting 

The annual meeting of American Safety Equipment Corporation will be 
held on May 18,1972,10:00 A.M., at the Bankers Trust Company, 

Ground Floor, 280 Park Avenue, New York, New York. 
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Financial 

Highlights 


1971 

Net Sales . $40,910,000 

Earnings for the Year. 1,836,000 

Earnings per Common and Common 
Equivalent Share.$ .84 


1970 1969 

$34,882,000 $30,739,000 

1,503,000 1,160,000 

$ .70 $ .54 



SHAREHOLDERS’ EQUITY 
(Millions) 



67 68 69 70 71 


NET CURRENT ASSETS 
(Millions) 



67 68 69 70 71 
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President’s Message 


Fellow Shareholders: 

By any standard measurement of corporate performance, 
1971 was a banner year for American Safety Equipment 
Corporation. 

• Sales gained 17 percent to an all-time high of 
$40.9 million. 

• Earnings per share rose 20 percent to a record high 
of 84 cents or $1.8 million. 

• Return on sales increased to 4.5 percent in 1971 from 
4.3 percent in 1970. 

• Return on shareholders’ equity amounted to 16.9 percent, 
compared to 15.6 percent in 1970. 

• Total shareholder equity increased 19 percent to 
$12.9 million, and book value per share increased from 
$5.24 to $5.98 during the year. 

Your directors on November 12, 1971, declared a 
3 percent stock dividend on the Common Stock of the 
Company, payable December 28,1971, to holders of 
record on December 3, 1971. 

While management is pleased with these 
accomplishments, we are by no means complacent about 
the future. Every resource of the Company must be 
directed towards further improving our performance. 

The achievements of 1971 reflect strength and vitality 
in all areas of operation. The year was marked by the 
development of jiew markets and products, acquisition of 
promising new companies, the establishment of new 
relationships and the application of corporate talents in 
interrelated technologies to further our growth and 
progress in the safety and leisure products field. 

To meet the challenge of the rapidly changing 
technology and to counter the intensive competitive forces 
existing in the safety industry today, the Company 
invested approximately $1 million in capital equipment 
during 1971. This investment in the future is part of the plan 
for internal growth by development of more efficient means 
of producing more at lower cost and without sacrificing the 
high quality standards we have established for our products. 

New three-year labor contracts were negotiated in 1971 
between the Company and the labor unions representing 
employees at both the Medina, Ohio and Fresno, California 
plants. The signing of these agreements provides a 
climate for favorable employee relations and uninterrupted 
production at these two locations. Contract negotiations 
with The United Auto Workers to represent the employees 
of our Pacoima, California plant are currently in progress. 
Fashion Belts 

A significant contribution to sales and profits—plus 
healthy diversification—is provided by Krasnow Industries, 
the oldest operating unit of the Company. This subsidiary 
enjoyed the most successful year in its 25-year history 
in 1971, with a sales increase of more than 30 percent. 
Krasnow’s creative styling and innovative merchandising 
has built it into a leadership position enabling it to 
capitalize on the popular demand for high-style men’s and 
boys’ belts. In 1971, Krasnow accounted for 24 percent of 
American Safety’s total sales. 

Industrial Safety 

Since being acquired by American Safety in May, 1970, 
Babbitt Industries, Inc., has expanded its marketing 
organization and introduced new products designed to 
meet requirements of the Federal Occupational Safety 
and Health Act which became effective in April, 1971. 

These include an anatomical ear plug, and eye glasses with 
special lenses which provide eye comfort and impact 
protection under varying light conditions. Several other 
new products are under development and will soon be 
marketed to industrial customers. 

Plans for external growth and diversification in industrial 
safety received further impetus in December* 1971, with the 
acquisition of Kimsafe, Inc. A manufacturer of industrial 
eyewear and heat protective clothing, Kimsafe will help 
expand our product scope in the industrial safety field. 

As a result of the Occupational Safety and Health Act, this 


market is expected to double by 1975. Kimsafe produces 
prescription safety glasses which complement Babbitt 
industries’ business in non-corrective eyewear. Integration 
of marketing activities of the two operations will minimize 
costs and increase sales effectiveness. 

Motorcycle Accessories 

Distinctive BUCO® helmets featuring futuristic designs 
were introduced in 1971, contributing to increased sales 
of helmets for motor sports. Sales agreements were 
negotiated during the year with several mass merchandising 
chain stores to establish a broader marketing base for 
these products. An agreement was also reached with 
Goodyear Tire and Rubber Company under which American 
Safety became a national distributor for Goodyear 
motorcycle tires. In addition to tires, several other new 
motorcycle accessory products were introduced during 
the year to provide expanded sales opportunities. 

The increase in sales of helmets and related motorcycle 
products was realized in 1971, despite a drop in 
motorcycle sales due to prolonged dock strikes that 
curtailed imports of foreign motorcycles which account 
for the largest percentage of this market. The Motorcycle 
Industry Council predicts that 1972 will see a marked 
turnaround, with motorcycle sales increasing from 25 to 
40 percent over 1971. 

Flight Safety 

American Safety’s plan for seeking compatible 
acquisitions was further implemented in March, 1971, with 
the acquisition of Rocket Jet/ARD from Gulf & Western 
Industries, Inc. Notwithstanding cutbacks in government 
procurement, this specialist in flight safety systems 
increased its sales by providing innovative and advanced 
technical products to satisfy rigid government life support 
requirements. Aircraft product sales of the Pan Avion 
Division were slightly below those of 1970, as the airlines 
continued to curtail operations. With the economic upturn 
predicted for 1972, it is expected that sales of these 
items will return to a more normal market level. 

Recreation Products 

In early March of this year, the formation of the 
Company’s new Recreation Products Group was announced. 
This group will be responsible for the attainment of 
American Safety’s planned growth in the broad leisure 
field. This marketing thrust will employ the Pan Avion 
Division’s skills and experience in inflatable safety and 
survival products for airlines and the military, as a means 
for immediate entry into the water-oriented recreation 
products market. 

Technical development and marketing studies have been 
completed on the initial products for this group which 
include lightweight boats for backpacking, inflatable boats 
for sport fishing, and later, inflatable sports boats which 
will accommodate outboard motors. The Recreation 
Products Group will be under the direction of William J. 
Miller, who comes to American Safety with a broad 
management background. 

Automotive Occupant Restraint 

Although 1971 was not a banner year for new automobile 
sales, there was a significant increase in new car sales 
over 1970. Our sales of occupant restraint systems did not 
directly correlate to the increased number of new cars 
sold over the previous year since most of the gains were 
in the smaller four-passenger automobiles requiring fewer 
restraint systems per car. Experts in the Detroit automotive 
world are predicting close to a record year in new car 
sales for 1972, and as we go to press these predictions 
appear to be reasonable. 

The National Highway Traffic Safety Administration’s 
(NHTSA) standards covering occupant crash protection 
systems have posed both challenges and opportunities for; 
the Company. Beginning January 1, 1972, all new domestic 
and imported cars were required to have automatic or 
emergency type locking retractors installed with seat belts 











John W. Waterhouse, President and Chief Executive Officer 


on the four front and rear outboard seats. An audible and 
visible seat belt warning system, activated when either of 
the two front seats is occupied and belt is not fastened, 
is also specified. Shipments to our automotive customers 
now incorporate these devices. We have estimated a 15 
to 20% increase in our automotive restraint system sales 
for 1972 due to added retractors and warning systems. 

As a result of NHTSA’s requirements, considerable 
interest has been generated in the automatic locking 
retractor which is covered by broad American Safety 
patents. Consequently, our retractor design was licensed 
in 1971 to three companies, one foreign and two domestic, 
under royalty agreements. They are Allied Chemical, 

Irvin Industries and Kangol Magnet, Ltd. (Great Britain). 
This device has also been licensed since 1969 to 
NSK-Warner of Japan. As use of the automatic locking 
device increases (they will be installed on many Japanese 
cars imported into the U.S. after January 1, 1972) it is 
anticipated that royalty payments under these agreements 
will increase. 

Besides passenger car safety legislation, new truck 
and bus driver safety regulations are providing an 
opportunity in 1972 for increased seat belt sales. The new 
regulations require trucks and buses manufactured after 
January 1, 1965, and before July 1, 1971, to be retrofitted 
with seat belts for drivers by June 30,1972. New trucks 
and buses manufactured after July 1, 1971, must be 
equipped with driver seat belts when sold. 

American Safety has signed a significant agreement 
with Auto Restraint Systems, Ltd. of England. Under this 
agreement, the two organizations will jointly endeavor 
to advance the state-of-the-art of vehicle occupant 
passive restraint methods. Concluded early in 1972, the 
agreement calls for both companies to continue their 
present'independent research in passive restraints, but 
these efforts will be augmented by a pooling of R&D 
resources with the aim of perfecting innovative products to 
fulfill government requirements and yield greater 
safety for motorists. 

As presently issued, the Occupant Crash Protection 
Standard of the NHTSA calls for all cars manufactured 
after August 15, 1975, to meet the occupant crash 
protection requirements by means that require no action 
by the occupant—in other words, a completely passive 
restraint system. 

In our own research and development facilities, as well 
as in collaboration with auto manufacturing customers, 
university research laboratories and now Auto Restraint 
Systems, Ltd., your Company is developing a number of 
passive restraint systems. A prototype passive belt 
restraint system being developed by American Safety has 


been well received and is now being tested in trial 
installations by various customers. Company research and 
development on air bag restraint systems is also 
continuing. 

Recognizing the need for more time to develop a truly 
passive restraint system, the government, in a recently 
issued amendment to the Occupant Crash Protection 
Standard, has provided for an optional seat belt ignition 
interlock system to be installed in the 1974 and 1975 year 
autos. The Company has developed the electronic circuitry 
required for the ignition interlock system and is currently 
submitting prototypes to our various automotive 
customers. To encourage greater use of the shoulder 
restraint, this amendment also provides for emergency 
locking retractors (inertial reels) to be installed on all upper 
torso belts, and either emergency locking or automatic 
locking retractors on lap belts. American Safety is involved 
in a joint venture with Pacific Scientific Company, which 
holds broad patent coverage on inertial reels, that may be 
utilized to comply with this latest amendment to the 
safety standard. 

The greater technical sophistication required by such 
developments as the ignition interlock, and advanced 
passive systems, both air bags and belt systems, involves 
new applications of materials, processes and interrelated 
technologies. The injury criteria for these systems 
established by the NHTSA safety standards, likewise, 
involves more extensive testing apparatus and recording 
equipment. We have made, and will continue to make, the 
necessary investments to assure that American Safety 
maintains the capabilities for the more advanced occupant 
restraint systems to retain its position of leadership 
in this field. 

Participation in the increasingly important Canadian 
automotive market is provided by our 50% owned 
affiliate, Canadian A.S.E., Limited, (CASE) of Toronto, 
Ontario, Canada. Significant investments in plant expansion 
and capital equipment were also made in 1£71 by CASE, 
enabling them to maintain pace with the technical advances 
and increased requirements in occupant restraint systems 
for their Canadian automotive customers. 

Scientific Research 

In June, 1968, the Company first released data 
concerning research on its patented process for the 
treatment of cigarette paper which may reduce the 
carcenogenic effects of smoking. Testing of this process 
has been continuing for the past several years in 
independent laboratories and more recently by the 
government. It has taken longer than originally anticipated 
to reach conclusions relative to the success of this process. 
Recognizing the potential significance which this process 
may have on the public’s health, we are insisting on 
thorough analysis and consistent results to avoid any 
premature conclusions as to its benefits. 

Further Growth 

The outlook for gains in sales and earnings throughout 
the Company’s operations in 1972 is highly favorable. The 
legislative environment in which we operate will expand 
automotive and industrial product sales. Leisure time and 
motor sports markets are likewise growing substantially. 
Acquisitions are expected to make a greater contribution 
to sales and profits through integrated marketing efforts 
and introduction of many new products. For these reasons, 
your Company anticipates further strong growth in 
1972 and beyond. 

Respectfully submitted, 

John W. Waterhouse, 

President and Chief Executive Officer 

April 17, 1972 










Automotive Safety 

American Safety holds the highest reputation for design, testing and 
manufacturing of quality restraint systems for automobiles. An integrated 
system in which engineering and manufacturing work closely with both 
customers and cognizant government agencies has created and maintains 
this standing. During 1971, many new industry and government requirements 
were incorporated into the previously-produced lap/shoulder belt and other 
more advanced restraint systems under development. An example is the 
introduction of the Company’s patented automatic-locking retractors for rear 
seat belts in all cars manufactured after January 1,1972. In 1971, the 
Company, for the first time, qualified as a manufacturer of electrical 
components for restraint systems. This resulted from the design of a critical 
switch which senses webbing withdrawal from the automatic-locking 
retractor. Now in volume production, it is an integral part of the new “buckle 
or buzz’’ reminder system in all post-January, 1972 cars. 

Engineering facilities for automotive restraints are located in San 
Fernando, California. Nearby is the manufacturing plant of the Cummings 
and Sander Division, which produces most of the Company’s automotive 
hardware. Seat belts are assembled in Fresno, California, Medina, Ohio, 





4 The American Safety electric switch mounted on the side of Passengers as well as drivers of recreation vehicles are now provided with safety belts for each seating position. 
^ the automatic-locking retractors for front seat passengers. 


An advanced belt system being installed in an automobile for customer feasibility study 
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and Toronto, Ontario. Quality Control is conducted and administered as a 
corporate function having jurisdiction over all manufacturing plants. 

The Company finalized its plans for the next generation of restraint 
systems during 1971. A key element in this planning is the completion in 
1972 of a dynamic testing facility for development of both future passive belt 
systems and inflatable occupant restraints (air bags). In 1971, the 
government proposed regulations which require belt systems to be tested 
by auto manufacturers under real crash conditions. The Company is, 
therefore, required to develop and test all automotive restraint products 
with dynamic crash simulator machines. This assures our auto manufacturer 
customers that they are presented with a proven restraint system design 
which helps them to qualify the completed vehicle to the Federal 
Safety Regulations. 

Motor homes became a new market for the Company’s safety belts in 1971 
due to new regulations and aggressive marketing. Also, the new rules 
requiring driver seat belt installation in heavy trucks and buses became law 
in 1971, which resulted in new business for American Safety’s Automotive 
Products Group. 



A 1972 three-point front seat lap-shoulder belt restraint made by American Safety for Chrysler Corporation. 



Inflatable occupant restraints (air bags) in a research program 
conducted by the Company at Wayne State University in Detroit. 










Flight Safety 

American Safety Flight Systems, Inc., was created in 1971 to consolidate 
activities and streamline management procedures for the Company’s 
military and aerospace products. One major segment of this subsidiary 
is the Rocket Jet/ARD Division, acquired in March, 1971. The headquarters 
of Rocket Jet (“RJ”) are in Glendale, California, where all the Company’s 
passenger and crew restraints for aircraft are now produced. The life 
support, survival kits and other “RJ” developed products are also designed 
and manufactured at this facility. The other operating unit of American 
Safety Flight Systems, Inc., is the Pan Avion Division located in Miami, 
Florida. Pan Avion is a leading developer and manufacturer of inflatable 
emergency evacuation slides, life vests and life rafts for aircraft and marine 
use. In addition, this facility is approved by the Federal Aviation 
Administration and U.S. Coast Guard as a repair and inspection station for 
vests and rafts. 

“RJ” has many years of background in development, testing and 
manufacturing of sophisticated life support equipment for the crews of 
high-performance jet aircraft. Their survival kits are standard on most 
operational military jets. The kits provide emergency oxygen, basic supplies 
and water survival gear for crew members required to eject from their 















aircraft. Proprietary “RJ” products include a miniaturized automatic 
deployment system to minimize chances of injury to a parachuting aviator. 
All “RJ” survival equipment operates automatically to return an injured 
flyer to earth without any action on his part after ejection. 

Manufacture of helmets for military aircraft crew use began in 1970. The 
SPH-4 head protection and communication system is now being produced 
for the U. S. Army in the Glendale facility. New restraint designs for 
commercial airliners were introduced in 1971. These passenger restraint 
systems are being installed on new planes such as the McDonnell-Douglas 
DC-10 and the Lockheed L-1011. Light weight and more attractive finish are 
the prime features of the new designs. 

For the aircraft market “RJ” also fabricates plastic panels for the interior 
of commercial aircraft, as well as containers for life rafts. Precision in all 
aspects of forming and finishing are critical to these products, as well as a 
thorough knowledge of plastic materials and processes. 

New opportunities for the Company’s aircraft safety products lie in both 
military and commercial retrofit and replacement programs. General 
aviation is also becoming an important market for the restraint system and 
inflatable water survival products. 



An airline stewardess demonstrating an automatically inflating life vest made Tape-controlled mill making high-precision parts at Rocket Jet/ARD. 
by the Pan Avion Division of American Safety Flight Systems, Inc. 
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Industrial Safety 


The Company, within the past two years, has become an important 
manufacturer of industrial personal protection products including 
non-corrective and prescription eyewear and heat protective clothing. 

Babbitt Industries, Inc., a wholly-owned subsidiary, is headquartered in 
Santa Clara, California, and the newly acquired Kimsafe Division is 
located near Cleveland, Ohio. 

The “C/Safe”™ eyewear products include industrial safety spectacles 
for employees doing grinding, cutting and other operations where unguarded 
eyes are exposed to injury and include a proprietary design for adjustable 
temples to give custom-fit comfort to the wearer. “C/Safe” glasses are 
unique to this market in offering “Photogray” automatically-adjusting lenses 
for indoor and outdoor use. New eye protection products in 1971 included 
goggles for welders and chippers and overall face protection shields 
featuring a novel design in head size adjustment. Babbitt Industries, Inc., 
began a new phase of product expansion in 1971 with “AM/SAFE Mark I” 
noise protection products. 

The industrial safety business is expected to show strong growth for the 
Company because of the Occupational Safety and Health Act, which became 
law in 1971. These regulations open significant new opportunities for sales 
of products engineered and marketed by American Safety. 




Goggles especially designed by Babbitt Industries Sewing heat protective industrial clothing at the Kimsate 
protect against eye injuries during grinding. Division of Babbitt Industries. 



A selection of specialized Babbitt "C/Safe'' industrial eyewear. 



The sound level meter measures and computes noise tolerance for an industrial 
worker as part of the “AM/SAFE” hearing protection system. 
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Recreational Safety 

Safety products marketed by the Company directly to the consumer are 
principally directed to the motorcycle field. “Buco”® helmets, a standard 
of quality for motorcyclists, are conceived, designed, manufactured and 
tested entirely by American Safety, principally in Medina, Ohio. Many 
accessory products in the safety apparel field are sold in conjunction with 
helmets to motorcycle enthusiasts. 

Product line expansion is underway to include specialized equipment for 
the motorcycle itself. Exacting design and quality control are stressed in all 
of these products, which include electronic ignition systems, oil coolers, 
saddle bags and replacement fenders. The Company maintains a direct sales 
force which contacts motorcycle dealers across the country to increase 
sales of these and similar products. 

For over ten years, the “Buco” product line has been a recognized leader 
in head, eye and face protection products for more than 1,000 law 
enforcement agencies. Equipment is provided for motorcycle officers as 
well as for protection of policemen involved in riot control and other 
hazardous activities. 



Replacement fenders under application study by Buco 
development personnel. 


Motorcycle fairing under development in Buco’s laboratory. 


The “Nugget”, a leading 1972 Buco helmet design. 


A new helmet’s contours being translated by the use of templates into manufacturing specifications. 
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Consumer Products 

Recreation 

The Company will introduce in 1972, its line of domestically-manufactured 
inflatable boats intended for the sport fishing and ultimately, the 
motorboating markets. Market studies are underway to help determine the 
total scope of products and coverage for this market. 

Initial production has begun on “Pack/Raft”™ lightweight boats (less than 
five pounds) for backpacking. Also to be introduced will be the new 
“Water Walker”™ personal float for fishermen which permits off-shore lake 
fishing without a conventional boat. Future plans include inflatable sports 
boats which accommodate outboard motors. The marketing of these 
products is being established initially for the eleven western states under 
the leadership of W. J. Miller, an established authority in the recreational 
products field. National marketing coverage will be established as 
production capacity and sales volume increase. 

Since many recreational activities involve some inherent risk of injury, 
properly designed products with a strong safety orientation should be 
commercially successful and profitable. The increase of leisure time 
expected in the future will multiply the numbers of people taking part in 
sporting and recreational activities. Safety consistent with utility will become 
increasingly important for products used for enjoyment of free time. 










Consumer Products 

Krasnow Industries, Inc. 

The wholly-owned Krasnow subsidiary designs and markets men’s and 
boys’ high style trouser belts. This very successful subsidiary operates from 
plant facilities in Long Island City, New York and offices in New York City. 

Krasnow belts are aimed at the “under thirty” age group. Its products are 
sold exclusively under private brand names to mass merchandisers. 

Marketing incorporates diligent product planning to insure the constant flow 
of new designs. Shifts in style preferences must be carefully analyzed so 
that desirable items are presented to the consumer at the time of greatest 
demand. 

Menswear fashion trends have dramatically changed in the past decade, 
permitting alert, imaginative management to capitalize on the heightened 
potential for sales and profits. Krasnow has proven equal to the challenge 
and continues to be an important segment of the Company’s diversification. 



A portion of the high-fashion designs in men’s and boys’ belts from Krasnow. 










American Safety Equipment Corporation and Subsidiaries 

December 31, 

1971_1970 

Assets 

CURRENT: 

Cash ... . $ 1,031,658 $ 960,592 

Short-term investments, at cost which approximates market .... 1,492,001 1,898,443 

Accounts receivable, less allowance of $129,099 in 1971 

and $100,984 in 1970 for possible losses .. 6,344,625 4,332,905 

Inventories (Note 1): 

Finished products and work in process. 2,999,191 3,040,489 

Raw materials and supplies. 3,228,124 2,737,894 

Prepaid expenses ....... 291/195 _ 298^918^ 

TOTAL CURRENT ASSETS .. 15, 3 86 ,79 4 13,269,241 

INVESTMENT IN UNCONSOLIDATED AFFILIATES (Note 1) ...... 1,0 27,120 1,044,904 

PROPERTY, PLANT AND EQUIPMENT, at cost (Note 2): 

Land .321,208 321,508 

Buildings and improvements. . 824,983 726,791 

Machinery, tools and equipment. 4,724,595 3,307,853 

5,870,786 4,356,152 

Less accumulated depreciation (Note 1). 2,106,530 1,474,737 

TOTAL PROPERTY, PLANT AND EQUIPMENT. 3,76 4,256 2,881,415 

OTHER: 

Deferred charges (Note 1) .. . 389,126 434,563 

Patents . 242,375 296,634 

Miscellaneous . 192,03 0 250,428 

TOTAL OTHER ASSETS. 823,531 981,625 

TOTALS .. $ 21,001,701 $18,177,185 


See Accompanying Notes to Consolidated Financial Statements . 













































December 31 


Liabilities 

CURRENT: 

Accounts payable .... 

Accrued federal income taxes .. 

Accrued expenses and other liabilities... 

Current maturities of long-term debt ..... 

TOTAL CURRENT LIABILITIES. 

LONG-TERM DEBT, less current maturities: 

5%% convertible subordinated debentures due 1983 (Note 3) 
Other.... 

DEFERRED INCOME TAXES (Note 1) . 

TOTAL LIABILITIES . 


SHAREHOLDERS’EQUITY 

PREFERRED STOCK, $1 par- 
shares authorized 1,000,000; none issued 

COMMON STOCK, 250 par—shares authorized 6,000,000; 
issued 2,167,110 in 1971 and 2,088,049 in 1970; 
reserved for stock options and conversion of debentures 
474,370 in 1971 and 463,279 in 1970 (Notes 3 and 5) ... 

ADDITIONAL PAID-IN CAPITAL. 

RETAINED EARNINGS ........ 

TREASURY STOCK, at cost, 8,220 shares in 

1971, and 14,225 shares in 1970 . 

TOTAL SHAREHOLDERS’ EQUITY 

TOTALS . 


(58,794) 


(102,508) 


12,906,975 
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sidiaries 

Year ended 
December 31, 

1971_1970 

NET SALES . $40,910,197 $34,881,825 

COST OF SALES . 31 ’ 034 ’ 847 26,887,988 'lg 

Gross profit on sales. 9,875,350 7,993,837 

SELLING, ADMINISTRATIVE AND GENERAL EXPENSES.. 6,365,297 5,350,141 

Operating income .... • 3,510,053 2,643,696 

OTHER INCOME—NET (Note 6)... • 180 ’ 806 ||i:; 3 ° 4 ,p 6 1 : ; : r ‘ 

Earnings before taxes based on earnings ... 3,690,859 2,947,757 

TAXES BASED ON EARNINGS.|.| v • • • ' ||^445|Pc};;: 

EARNINGS FOR THE YEAR .... ■ • •• 11 835 ) 858 $ 1,502,757 

EARNINGS PER COMMON AND 

COMMON EQUIVALENT SHARE (Note 7) 3 84 3 lt|Wf 70 -; 

EARNINGS PER COMMON SHARE- 

ASSUMING FULL DILUTION (Note 7) .• ■ • • • $ 79 . 66 


See Accompanying Notes to Consolidated Financial Statements. 















































American Safety Equipment Corporation and Subsidiaries 


COMMON STOCK 
25c PAR 

SHARES PAR \ 


ADDITIONAL 

PAID-IN 

CAPITAL 


RETAINED 

EARNINGS 


YEAR ENDED DECEMBER 31, 1970: 

Amounts at beginning of year. 

Earnings for the year. 

Cancellation of portion of shares 
issuable upon exercise of warrant 

Stock option exercised . 

Excess of cost over market value of 
treasury stock issued as additional 
compensation to employees. 

Amounts at end of year ... 


(10,377) 

541 


(289,624) 

11,959 


_—_ (23,332) —_ 

$522,012 $5,192,915 "$ 5,264,213 


2,088,049 


YEAR ENDED DECEMBER 31, 1971 

(Note 5): 

Amounts at beginning of year. 

Earnings for the year. 

3% stock dividend at market value 

of $10.25 per share.. 

Stock option exercised. 

Excess of cost over market val ue of 
treasury stock issued as additional 
compensation to employees 
Stock issued for acquisition of 
Kimsafe, Inc. (Note 1) ... 

Amounts at end of year. 


(639,592) 


(14,987) 


2,167,110 $ 541,778 $5,963,511 $ 6,460,480 


See Accompanying Notes to Consolidated Financial Statements. 



















































American Safety Equipment Corporation and Subsidiaries 


Year Ended December 31, 
1971 1970 


SOURCE OF FUNDS: 

Earnings for the year .... • • ■ • • • • • 

Depreciation and amortization .. 

Deferred income taxes. 

Equity in earnings of 50% owned affiliates ...... 

Funds derived from operations ........... 

Disposals of fixed assets ... 

Dividends and debt repayment from 50% owned affiliate 
Issuance of long-term debt for acquisition of business .. 

Proceeds from options and other issuance of stock- 

Totals .... 


APPLICATION OF FUNDS: 

Expenditures for fixed assets— 

On acquisition of businesses. 

Other.... • • • •••••••••••• • ■ • 

Repayment of long-term debt --. . ............ • • • -- 

Increase (decrease) in deferred charges and other items, net 

Totals .......... • • ..•••.. 

INCREASE IN WORKING CAPITAL 


CHANGES IN WORKING CAPITAL: 

Increase (decrease) in Current Assets: 

Cash ............. ■ • • ... - 

Short-term investments . . . . . . .. . . . .. 

Accounts receivable. 

Inventories .. • • • 

Prepaid expenses. 

Increase in Current Assets . .... 
Increase (decrease) in Current Liabilities 

Accounts payable... 

Accrued federal income taxes . . . .... 
Accrued expenses and other liabilities 
Current maturities of long-term debt.. 
Increase in Current Liabilities. 
INCREASE IN WORKING CAPITAL 


(142,632) 

1,023,443 

545,039 

252,786 

(203,182) 


71,066 

(406,442) 

2,011,720 

448,932 

(7,723) 


(203,314) 

945,034 

(510,343) 

(21,324) 


349,502 

(630,194) 

335,955 

395,776 
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American Safety Equipment Corporation and Subsidiaries 
Year Ended December 31,1971 


1. ACCOUNTING PRACTICES: 

The significant accounting practices used by the Company 
are as follows: 

Principles of Consolidation 

The consolidated financial statements include American 
Safety Equipment Corporation (the Company) and its 
wholly-owned subsidiaries. 

On March 31,1971, the Company purchased the assets and 
assumed certain liabilities of the Rocket Jet/ARD Division 
of Gulf & Western Industries, Inc., and on December 29,1971, 
it purchased the entire capital stock of Kimsafe, Inc. The 
operations of Rocket Jet/ARD from the acquisition date and 
the assets and liabilities of Kimsafe at December 31,1971, 
are included in the consolidated financial statements. 

All material intercompany balances, shareholdings and 
transactions of the Company and its subsidiaries have been 
eliminated in the consolidated financial statements. 

Inventories 

Inventories are valued at the lower of cost or market on a 
first-in, first-out basis. 

Unconsolidated Affiliates 

The Company carries its investment in two 50% owned 
affiliates on the underlying book equity basis. The Company's 
share of the affiliates’ earnings is included in the consolidated 
statement of earnings under the caption “other income- 
net” which is summarized in Note 6. 

Depreciation 

For financial reporting purposes, depreciation is computed 
on the straight-line method for substantially all assets. 
Estimated useful lives range from 2 to 40 years. 

For income tax deduction purposes, depreciation is 
computed using various accelerated methods with the same 
useful lives as for financial reporting purposes. 

Investment Credit 

The investment credit is accounted for on the “flow-through” 
method which recognizes the benefit in the year in which the 
assets which gave rise to the credit are placed in service. 
Research and Development Costs 

For financial reporting purposes, the Company has deferred 
the development costs incurred on certain projects through 
outside services which deferred costs are to be amortized 


over a period not to exceed five years from the date of 
completion of the particular project. All salaries and expenses 
of its own engineering and technical staff have been charged 
to current expenses. 

The only project on which costs have presently been 
deferred is the research into and development of a process 
for treating cigarette paper designed to reduce possible 
health hazards of smoking. The Company may defer costs of 
other major projects undertaken in the future. 

Unamortized Discount on Debentures 

This cost is being amortized over the life of the debentures. 
Deferred Income Taxes 

The amount provided for deferred income taxes which may 
be payable in future years results from the use of straight-line 
depreciation and deferment of certain new product costs in 
the financial statements, as contrasted with the use of 
accelerated depreciation and the deduction of all costs of 
research and development of new products for tax purposes. 

2. PROPERTY, PLANT AND EQUIPMENT: 

Certain land, buildings, machinery and equipment are 
pledged as security for loans amounting to $286,486 at 
December 31,1971. 

3. 53/4% CONVERTIBLE DEBENTURES: 

Sinking fund payments on the debentures amounting to 
$100,000 annually for the years 1972 and 1973 have been 
satisfied. Sinking fund payments will amount to $100,000 
annually for 1974 and 1975, and $200,000 annually from 
1976 through 1983. Debentures are convertible into common 
stock at $12.41 per share (reduced from $12,875 as a result 
of the stock dividend paid in 1971). 217,566 shares of common 
stock were reserved at December 31,1971, for such 
conversion. 

4. COMMITMENTS AND CONTINGENCIES: 

(a) The Company was obligated at December 31,1971, on 
long-term leases expiring by 1989 with annual rentals 
aggregating approximately $525,000 plus real estate taxes 
and other carrying charges. 

(b) Federal income tax returns of the parent and its 
subsidiaries for the years through 1969 have been examined 
by the Internal Revenue Service and all questions have 
been resolved. 
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American Safety Equipment Corporation and Subsidiaries 


Year Ended December 31,1971 


6. OTHER INCOME-NET: 

Other income—net, consists of the following: 

Share of earnings of unconsolidated affiliates. 

Interest income and miscellaneous.... 

Interest expense.... 


5. STOCK OPTIONS: 

Options (expiring by 1976) for the purchase of common 
stock consisted of the following: 


331,844 
. 77,216 
(228,254) 


Number 


Shares 


Outstanding at 

January 1,1971. 154,255 5.75 to 13.38 1,072,343 

Changes during 
the year: 

Granted . 

Exercised. 

Cancelled. 

Increase resulting 
from 3% stock 

dividend. 

Outstanding at 

December 31,1971... 167,246 5.58 to 13.83 1,243,655 

Options for an additional 6,875 shares may be granted 
under existing stock option plans. 

As of December 31,1971,82,683 shares of common stock 
were reserved for future awards of additional compensation 
to employees under the Company's Key Employees Restricted 
Stock Bonus Plan. 


7. EARNINGS PER SHARE: 

Earnings per common and common equivalent share were 
computed on the weighted average number of shares 
outstanding during the year, increased by the number of 
shares issuable on the assumed exercise of stock options 
outstanding and reduced by the number of shares assumed to 
have been purchased with the proceeds from such exercise 
at the average market price during the period such options 
were outstanding. 

Earnings per common share assuming full dilution were 
determined on the assumption that the 5%% convertible 
debentures were converted on January 1,1971, and stock 
options were exercised on January 1,1971, or when granted 
if later. For this computation, net earnings were adjusted 
for the reduction in interest expense, net of income tax effect, 
which would have resulted from the conversion of the 
debentures. As to stock options, outstanding shares were 
increased as described in the preceding paragraph, except 
that purchases of common stock were assumed to have been 
made at the year-end market price. 

1970 earnings per share have been restated to give effect 
to the 3% stock dividend in 1971. 


316,875 

(719) 

(144,844) 


25,000 9.875 to 14.25 

(125) 5.75 

(16,755) 5.75 to 12.20 


SEIBMAN H SEIJDMAN 

CertiHed Public ^Accountants 

Beverly Hills, California 
February 25,1972 

American Safety Equipment Corporation 
Encino, California 

We have examined the consolidated balance sheet of American Safety Equipment Corporation and its subsidiaries as of 
December 31 1971, and the related consolidated statements of earnings, shareholders’ equity and changes in financial position 
for the year then ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures as we considered necessary in the circum¬ 
stances. We previously examined and reported upon the Company's consolidated financial statements for the preceding year. 

In our opinion the financial statements mentioned present fairly the consolidated financial position of American Safety 
Eauipment Corporation and subsidiaries at December 31, 1971 and 1970, and the consolidated results of operations and changes 
in financial position for the years then ended in conformity with generally accepted accounting principles applied on a con¬ 
sistent basis. 
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Douglas G. Watson 



Emanuel Trilling 



W. Raymond Parshall 




John W. Waterhouse 


Oscar Mezey 



O. Wayne Carrico 



Thomas A. O’Donnell 



John T. Soja 



F. Dean Johnson 



Eugene L. Bondy, Jr., Esq. 



Richard G. Babbitt 



Murray Mittman 



Dr. Edward Schneider 



Gordon M. Bradford 



William J. Miller 


Board of Directors 

John W. Waterhouse 

President 

James M. Hannan 
Senior Vice-President 
F. Dean Johnson 
Senior Vice-President 
Douglas G. Watson 
Secretary-T reasurer, 

Canadian A.S.E. Ltd. 

Oscar Mezey 
Sales Executive 
Harry Sanders 
Advertising Executive 
Eugene L. Bondy, Jr., Esq. 

Law Partner 

Dr. Edward Schneider 
Physician 
Emanuel Trilling 
Textile Executive 


Management 

John W. Waterhouse 

President and Chief Executive Officer 

O. Wayne Carrico 

Executive Vice-President 

James M. Hannan 

Senior Vice-President 

F. Dean Johnson 

Senior Vice-President 

Richard G. Babbitt 

Vice-President, Marketing 

Orlo O. Baker 

Vice-President, Operations 

Gordon M. Bradford 

Vice-President, Corporate Development 

W. Raymond Parshall 
Treasurer and Controller 
Thomas A. O’Donnell 
Secretary 


John T. Soja 

Group Manager, 

Military & Aircraft Products 

William J. Miller 

Group Manager, Recreation Products 

Murray Mittman 

President, Krasnow Industries, Inc. 

Colin Watson 

President, Canadian A.S.E., Ltd. 


Effective June 19, 1970, the Company procured 
Directors and Officers Liability and Corporation 
Reimbursement Insurance in the amount of 
$1,000,000 from American Home Insurance 
Company, for a period of three years at a cost of 
$16,500. Effective September 28, 1971, the 
Company procured additional Directors and 
Officers Liability Insurance in the amount of 
$4,000,000 (excess over $1,000,000) from Lloyd’s 
for the same period as the previous insurance at 
a cost of $17,100. 
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Operations and Product Group Management 


AUTOMOTIVE PRODUCTS 

O. Wayne Carrico, Executive Vice-President 
J. M. Hannan, Senior Vice-President 
Orlo O. Baker, Vice-President, Operations 

Executive Automotive Sales Office 

. . . customer liaison 
J. M. Hannan, Senior Vice-President 
2400 Fisher Building 
Detroit, Michigan 48202 

Cummings and Sander Division 

. . . restraint system hardware manufacturing 
11441 Bradley Avenue 
Pacoima, California 91331 

Fresno Division 

. . . restraint system assembly 
1550 North Peach Avenue 
Fresno, California 93727 

Medina Division 

. . . restraint system assembly 
955 Lake Road 
Medina, Ohio 44256 

Canadian A.S.E. Limited 

. . . hardware manufacturing & 
restraint system assembly 
Colin G. Watson, President 
50 York Street 
Toronto, Ontario, Canada 

MOTORCYCLE PRODUCTS 

Richard G. Babbitt, Vice-President 

National Sales Office 

. . . customer liaison, western warehouse 

Buco Products 

7652 Burnet Avenue 

Van Nuys, California 91405 

Medina Division 

. . . helmet and accessory manufacturing, 
eastern warehouse and sales 
955 Lake Road 
Medina, Ohio 44256 

MILITARY AND AIRCRAFT PRODUCTS 

American Safety Flight Systems, Inc. 

Rocket Jet/ARD Division 

. . . research, manufacturing and sales 
John T. Soja, Vice-President & 

General Manager 
1311 Grand Central Avenue 
Glendale, California 91201 

Pan Avion Division 

. . . inflatable products manufacturing and sales 
R. A. Pellerito, Vice-President & 

General Manager 
7291 N.W. 43rd Street 
Miami, Florida 33148 


INDUSTRIAL SAFETY PRODUCTS 

Babbitt Industries, Inc. 

... manufacturing and sales 
Richard G. Babbitt, President 
2946 Scott Boulevard 
Santa Clara, California 95050 

Babbitt Industries, Inc., Kimsafe Division 

... manufacturing and sales 
4900 Campbell Road 
Willoughby, Ohio 44094 

CONSUMER PRODUCTS 

Krasnow Industries, Inc. 

... men's wear and related accessories 
Murray Mittman, President 

National Sales Office 

350 Fifth Avenue 

New York, New York 10001 

Manufacturing 

3300 Northern Boulevard 
Long Island City, New York 11101 

RECREATION PRODUCTS 

William J. Miller, Manager 
Recreation Products Group 
16055 Ventura Boulevard 
Encino, California 91316 

Manufacturing 

... inflatable products 
7291 N.W. 43rd Street 
Miami, Florida 33148 

INTERNATIONAL 

Affiliate 

Canadian A.S.E. Limited 
Toronto, Ontario, Canada 

Technical Affiliate 

Auto Restraint Systems, Limited 
Witney, England 

Licensees 

Allied Chemical Corporation 
New York, New York 
Commercial Comex, S.A. 

Mexico, D.F., Mexico 
Industrial Automotriz, c.a. 

Caracas, Venezuela 
Irvin Industries, Inc. 

Greenwich, Connecticut 
Kangol Magnet, Ltd. 

Carlisle, England 

NSK Warner Kabushiki Kaisha 

Fujisawa, Japan 


Further information about the company or 
additional copies of this annual report are 
available on request to Corporate Secretary, 
16055 Ventura Boulevard, Encino, 
California 91316. Phone (213) 981-7360. 


American 

Safety 


Corporate Headquarters 

16055 Ventura Boulevard, Encino, California 91316 



